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This implicit guarantee means that profits 

are privatized but losses are socialized. If 
Fannie and Freddie do well, their stock-
holders [and the corporate executives] reap 
the benefits, but if things go badly, Wash-
ington picks up the tab. Heads they win, 
tails we lose. Such one-way bets can encour-
age the taking of bad risks, because the 
down side is someone else’s problem. 

Mr. President, I ask unanimous con-
sent to have the entire New York 
Times article printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

[From the New York Times, July 14, 2008] 
FANNIE, FREDDIE AND YOU 

(By Paul Krugman) 
And now we’ve reached the next stage of 

our seemingly never-ending financial crisis. 
This time Fannie Mae and Freddie Mac are 
in the headlines, with dire warnings of immi-
nent collapse. How worried should we be? 

Well, I’m going to take a contrarian posi-
tion: the storm over these particular lenders 
is overblown. Fannie and Freddie probably 
will need a government rescue. But since it’s 
already clear that that rescue will take 
place, their problems won’t take down the 
economy. 

Furthermore, while Fannie and Freddie are 
problematic institutions, they aren’t respon-
sible for the mess we’re in. 

Here’s the background: Fannie Mae—the 
Federal National Mortgage Association—was 
created in the 1930s to facilitate homeowner-
ship by buying mortgages from banks, free-
ing up cash that could be used to make new 
loans. Fannie and Freddie Mac, which does 
pretty much the same thing, now finance 
most of the home loans being made in Amer-
ica. 

The case against Fannie and Freddie be-
gins with their peculiar status: although 
they’re private companies with stockholders 
and profits, they’re ‘‘government-sponsored 
enterprises’’ established by federal law, 
which means that they receive special privi-
leges. 

The most important of these privileges is 
implicit: it’s the belief of investors that if 
Fannie and Freddie are threatened with fail-
ure, the federal government will come to 
their rescue. 

This implicit guarantee means that profits 
are privatized but losses are socialized. If 
Fannie and Freddie do well, their stock-
holders reap the benefits, but if things go 
badly, Washington picks up the tab. Heads 
they win, tails we lose. 

Such one-way bets can encourage the tak-
ing of bad risks, because the downside is 
someone else’s problem. The classic example 
of how this can happen is the savings-and- 
loan crisis of the 1980s: S.&L. owners offered 
high interest rates to attract lots of feder-
ally insured deposits, then essentially gam-
bled with the money. When many of their 
bets went bad, the feds ended up holding the 
bag. The eventual cleanup cost taxpayers 
more than $100 billion. 

But here’s the thing: Fannie and Freddie 
had nothing to do with the explosion of high- 
risk lending a few years ago, an explosion 
that dwarfed the S.&L. fiasco. In fact, 
Fannie and Freddie, after growing rapidly in 
the 1990s, largely faded from the scene during 
the height of the housing bubble. 

Partly that’s because regulators, respond-
ing to accounting scandals at the companies, 
placed temporary restraints on both Fannie 
and Freddie that curtailed their lending just 
as housing prices were really taking off. 
Also, they didn’t do any subprime lending, 
because they can’t: the definition of a 
subprime loan is precisely a loan that 

doesn’t meet the requirement, imposed by 
law, that Fannie and Freddie buy only mort-
gages issued to borrowers who made substan-
tial down payments and carefully docu-
mented their income. 

So whatever bad incentives the implicit 
federal guarantee creates have been offset by 
the fact that Fannie and Freddie were and 
are tightly regulated with regard to the 
risks they can take. You could say that the 
Fannie-Freddie experience shows that regu-
lation works. 

In that case, however, how did they end up 
in trouble? 

Part of the answer is the sheer scale of the 
housing bubble, and the size of the price de-
clines taking place now that the bubble has 
burst. In Los Angeles, Miami and other 
places, anyone who borrowed to buy a house 
at the peak of the market probably has nega-
tive equity at this point, even if he or she 
originally put 20 percent down. The result is 
a rising rate of delinquency even on loans 
that meet Fannie-Freddie guidelines. 

Also, Fannie and Freddie, while tightly 
regulated in terms of their lending, haven’t 
been required to put up enough capital—that 
is, money raised by selling stock rather than 
borrowing. This means that even a small de-
cline in the value of their assets can leave 
them underwater, owing more than they 
own. 

And yes, there is a real political scandal 
here: there have been repeated warnings that 
Fannie’s and Freddie’s thin capitalization 
posed risks to taxpayers, but the companies’ 
management bought off the political process, 
systematically hiring influential figures 
from both parties. While they were ugly, 
however, Fannie’s and Freddie’s political 
machinations didn’t play a significant role 
in causing our current problems. 

Still, isn’t it shocking that taxpayers may 
end up having to rescue these institutions? 
Not really. We’re going through a major fi-
nancial crisis—and such crises almost always 
end with some kind of taxpayer bailout for 
the banking system. 

And let’s be clear: Fannie and Freddie 
can’t be allowed to fail. With the collapse of 
subprime lending, they’re now more central 
than ever to the housing market, and the 
economy as a whole. 

Mr. WEBB. Looking at or thinking 
about Mr. Krugman’s piece, we should 
also recall that the chief executives of 
those two companies last year earned 
multimillion-dollar compensation 
packages. We respect the guidance and 
the leadership that allows corporate 
CEOs to make these kinds of com-
pensation, but at the same time, we 
should not be asking the taxpayers of 
this country, many of whom do not 
even own stocks, if we are buttressing 
the activities of these companies, to 
continue to assist financially this type 
of corporate compensation. 

We have seen one example with the 
recent IndyMac Bank failure where the 
FDIC came in and the acting CEO gets 
a regular Federal salary. I urge all of 
my colleagues to think about this this 
week, that, as Mr. Krugman says, ‘‘the 
profits are privatized,’’ meaning the 
small group of people who own stocks 
take advantage when things go well, 
and sometimes we talk about economic 
Darwinism and how the fact that they 
make that sort of compensation relates 
to their talent, ‘‘but losses are social-
ized’’ meaning that everyone in the 
country ends up having to pay when 
things go wrong in order to protect the 
system from falling apart. 

Well, the bottom line of that is, if 
our taxpayers are going to be required 
to chip in to solve the problem, they 
should not be alone. The executives 
who are involved in the operations of 
these institutions should also be will-
ing to do the same. 

I yield the floor, and I suggest the ab-
sence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The majority leader is recognized. 
f 

CONCLUSION OF MORNING 
BUSINESS 

Mr. REID. Mr. President, I have 
talked to the distinguished ranking 
member of the Foreign Relations Com-
mittee and explained to him where we 
are. I am very happy we have an agree-
ment to move forward on PEPFAR. 
That agreement is that we have 10 
amendments. They are amendments we 
worked on hard. We did it all day 
Thursday and Thursday night, and 
then Friday, of course, perfecting the 
agreement, and we now have consent to 
move to the bill. 

Here is the problem that faces the 
majority: By our moving to PEPFAR, 
it opens a spot where somebody can 
move to proceed to something else, 
anything that is on the calendar. Any-
one can come in and move to that piece 
of legislation, and file a cloture motion 
with it, which would force us to be on 
that matter. I cannot allow that to 
happen. 

I say this with the deepest respect for 
all my Republican colleagues, but we 
have had a little bit of mischievous 
legislation being thrown about here, 
and so if I move to something else to 
fill that spot to keep someone else 
from moving to something else, we on 
this side would be very happy to leave 
that dormant, do nothing with it, and 
move forward and complete PEPFAR. 
There would be no harm to anyone in 
doing this. But it would seem to me 
there would be a lot of harm if—I will 
not mention any names—the two or 
three likely suspects walked over here 
and moved to proceed to something 
else. I think it would create a lot of 
problems. 

This PEPFAR legislation dealing 
with global AIDS is extremely impor-
tant. The President wants it. I do not 
know of a single Democrat who does 
not want it. I think most Repub-
licans—I think the vast majority of Re-
publicans—want this. So I would hope 
we are not going to get off track be-
cause of some folks over here who have 
tended to make me kind of look for a 
sucker punch to be thrown at any time. 
I think we would all be ill-advised to 
not finish PEPFAR at this time. 

Mr. President, I would ask that 
morning business be closed. That being 
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the case, I think the order is now in ef-
fect that once it is closed, we would be 
on PEPFAR. 

Is that right; I ask the Chair? 
The PRESIDING OFFICER. The Sen-

ator is correct. 
Mr. REID. Mr. President, I would ask 

that morning business be closed. 
The PRESIDING OFFICER. Morning 

business is closed. 
f 

TOM LANTOS AND HENRY J. HYDE 
UNITED STATES GLOBAL LEAD-
ERSHIP AGAINST HIV/AIDS, TU-
BERCULOSIS, AND MALARIA RE-
AUTHORIZATION ACT OF 2008 

The PRESIDING OFFICER. Under 
the previous order, the motion to pro-
ceed to S. 2731 is agreed to, and the 
Senate will proceed to the consider-
ation of the measure, which the clerk 
will report by title. 

The assistant legislative clerk read 
as follows: 

A bill (S. 2731) to authorize appropriations 
for fiscal years 2009 through 2013 to provide 
assistance to foreign countries to combat 
HIV/AIDS, tuberculosis, and malaria, and for 
other purposes. 

Thereupon, the Senate proceeded to 
consider the bill, which had been re-
ported from the Committee on Foreign 
Relations, with an amendment to 
strike all after the enacting clause and 
insert in lieu thereof the following: 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Tom Lantos and Henry J. Hyde United 
States Global Leadership Against HIV/AIDS, 
Tuberculosis, and Malaria Reauthorization Act 
of 2008’’. 

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows: 

Sec. 1. Short title; table of contents. 
Sec. 2. Findings. 
Sec. 3. Definitions. 
Sec. 4. Purpose. 
Sec. 5. Authority to consolidate and combine re-

ports. 

TITLE I—POLICY PLANNING AND 
COORDINATION 

Sec. 101. Development of an updated, com-
prehensive, 5-year, global strat-
egy. 

Sec. 102. Interagency working group. 
Sec. 103. Sense of Congress. 

TITLE II—SUPPORT FOR MULTILATERAL 
FUNDS, PROGRAMS, AND PUBLIC-PRI-
VATE PARTNERSHIPS 

Sec. 201. Voluntary contributions to inter-
national vaccine funds. 

Sec. 202. Participation in the Global Fund to 
Fight AIDS, Tuberculosis and 
Malaria. 

Sec. 203. Research on methods for women to 
prevent transmission of HIV and 
other diseases. 

Sec. 204. Combating HIV/AIDS, tuberculosis, 
and malaria by strengthening 
health policies and health systems 
of partner countries. 

Sec. 205. Facilitating effective operations of the 
Centers for Disease Control. 

Sec. 206. Facilitating vaccine development. 

TITLE III—BILATERAL EFFORTS 

Subtitle A—General Assistance and Programs 

Sec. 301. Assistance to combat HIV/AIDS. 
Sec. 302. Assistance to combat tuberculosis. 
Sec. 303. Assistance to combat malaria. 
Sec. 304. Malaria Response Coordinator. 

Sec. 305. Amendment to Immigration and Na-
tionality Act. 

Sec. 306. Clerical amendment. 
Sec. 307. Requirements. 
Sec. 308. Annual report on prevention of moth-

er-to-child transmission of HIV. 
Sec. 309. Prevention of mother-to-child trans-

mission expert panel. 
TITLE IV—FUNDING ALLOCATIONS 

Sec. 401. Authorization of appropriations. 
Sec. 402. Sense of Congress. 
Sec. 403. Allocation of funds. 
SEC. 2. FINDINGS. 

Section 2 of the United States Leadership 
Against HIV/AIDS, Tuberculosis, and Malaria 
Act of 2003 (22 U.S.C. 7601) is amended by add-
ing at the end the following: 

‘‘(29) On May 27, 2003, the President signed 
this Act into law, launching the largest inter-
national public health program of its kind ever 
created. 

‘‘(30) Between 2003 and 2008, the United 
States, through the President’s Emergency Plan 
for AIDS Relief (PEPFAR) and in conjunction 
with other bilateral programs and the multilat-
eral Global Fund has helped to— 

‘‘(A) provide antiretroviral therapy for over 
1,900,000 people; 

‘‘(B) ensure that over 150,000 infants, most of 
whom would have likely been infected with HIV 
during pregnancy or childbirth, were not in-
fected; and 

‘‘(C) provide palliative care and HIV preven-
tion assistance to millions of other people. 

‘‘(31) While United States leadership in the 
battles against HIV/AIDS, tuberculosis, and ma-
laria has had an enormous impact, these dis-
eases continue to take a terrible toll on the 
human race. 

‘‘(32) According to the 2007 AIDS Epidemic 
Update of the Joint United Nations Programme 
on HIV/AIDS (UNAIDS)— 

‘‘(A) an estimated 2,100,000 people died of 
AIDS-related causes in 2007; and 

‘‘(B) an estimated 2,500,000 people were newly 
infected with HIV during that year. 

‘‘(33) According to the World Health Organi-
zation, malaria kills more than 1,000,000 people 
per year, 70 percent of whom are children under 
5 years of age. 

‘‘(34) According to the World Health Organi-
zation, 1⁄3 of the world’s population is infected 
with the tuberculosis bacterium, and tuber-
culosis is 1 of the greatest infectious causes of 
death of adults worldwide, killing 1,600,000 peo-
ple per year. 

‘‘(35) Efforts to promote abstinence, fidelity, 
the correct and consistent use of condoms, the 
delay of sexual debut, and the reduction of con-
current sexual partners represent important ele-
ments of strategies to prevent the transmission 
of HIV/AIDS. 

‘‘(36) According to UNAIDS— 
‘‘(A) women and girls make up nearly 60 per-

cent of persons in sub-Saharan Africa who are 
HIV positive; 

‘‘(B) women and girls are more biologically, 
economically, and socially vulnerable to HIV in-
fection; and 

‘‘(C) gender issues are critical components in 
the effort to prevent HIV/AIDS and to care for 
those affected by the disease. 

‘‘(37) Children who have lost a parent to HIV/ 
AIDS, who are otherwise directly affected by 
the disease, or who live in areas of high HIV 
prevalence may be vulnerable to the disease or 
its socioeconomic effects. 

‘‘(38) Lack of health capacity, including in-
sufficient personnel and inadequate infrastruc-
ture, in sub-Saharan Africa and other regions of 
the world is a critical barrier that limits the ef-
fectiveness of efforts to combat HIV/AIDS, tu-
berculosis, and malaria, and to achieve other 
global health goals. 

‘‘(39) On March 30, 2007, the Institute of Med-
icine of the National Academies released a re-
port entitled ‘PEPFAR Implementation: 

Progress and Promise’, which found that budget 
allocations setting percentage levels for spend-
ing on prevention, care, and treatment and for 
certain subsets of activities within the preven-
tion category— 

‘‘(A) have ‘adversely affected implementation 
of the U.S. Global AIDS Initiative’; 

‘‘(B) have inhibited comprehensive, inte-
grated, evidence based approaches; 

‘‘(C) ‘have been counterproductive’; 
‘‘(D) ‘may have been helpful initially in en-

suring a balance of attention to activities within 
the 4 categories of prevention, treatment, care, 
and orphans and vulnerable children’; 

‘‘(E) ‘have also limited PEPFAR’s ability to 
tailor its activities in each country to the local 
epidemic and to coordinate with the level of ac-
tivities in the countries’ national plans’; and 

‘‘(F) should be removed by Congress and re-
placed with more appropriate mechanisms 
that— 

‘‘(i) ‘ensure accountability for results from 
Country Teams to the U.S. Global AIDS Coordi-
nator and to Congress’; and 

‘‘(ii) ‘ensure that spending is directly linked 
to and commensurate with necessary efforts to 
achieve both country and overall performance 
targets for prevention, treatment, care, and or-
phans and vulnerable children’. 

‘‘(40) The United States Government has en-
dorsed the principles of harmonization in co-
ordinating efforts to combat HIV/AIDS com-
monly referred to as the ‘Three Ones’, which in-
cludes— 

‘‘(A) 1 agreed HIV/AIDS action framework 
that provides the basis for coordination of the 
work of all partners; 

‘‘(B) 1 national HIV/AIDS coordinating au-
thority, with a broadbased multisectoral man-
date; and 

‘‘(C) 1 agreed HIV/AIDS country-level moni-
toring and evaluating system. 

‘‘(41) In the Abuja Declaration on HIV/AIDS, 
Tuberculosis and Other Related Infectious Dis-
eases, of April 26–27, 2001 (referred to in this Act 
as the ‘Abuja Declaration’), the Heads of State 
and Government of the Organization of African 
Unity (OAU)— 

‘‘(A) declared that they would ‘place the fight 
against HIV/AIDS at the forefront and as the 
highest priority issue in our respective national 
development plans’; 

‘‘(B) committed ‘TO TAKE PERSONAL RE-
SPONSIBILITY AND PROVIDE LEADERSHIP 
for the activities of the National AIDS Commis-
sions/Councils’; 

‘‘(C) resolved ‘to lead from the front the battle 
against HIV/AIDS, Tuberculosis and Other Re-
lated Infectious Diseases by personally ensuring 
that such bodies were properly convened in mo-
bilizing our societies as a whole and providing 
focus for unified national policymaking and 
programme implementation, ensuring coordina-
tion of all sectors at all levels with a gender per-
spective and respect for human rights, particu-
larly to ensure equal rights for people living 
with HIV/AIDS’; and 

‘‘(D) pledged ‘to set a target of allocating at 
least 15% of our annual budget to the improve-
ment of the health sector’.’’. 
SEC. 3. DEFINITIONS. 

Section 3 of the United States Leadership 
Against HIV/AIDS, Tuberculosis, and Malaria 
Act of 2003 (22 U.S.C. 7602) is amended— 

(1) in paragraph (2), by striking ‘‘Committee 
on International Relations’’ and inserting 
‘‘Committee on Foreign Affairs of the House of 
Representatives, the Committee on Appropria-
tions of the Senate, and the Committee on Ap-
propriations’’; 

(2) by redesignating paragraph (6) as para-
graph (12); 

(3) by redesignating paragraphs (3) through 
(5), as paragraphs (4) through (6), respectively; 

(4) by inserting after paragraph (2) the fol-
lowing: 

‘‘(3) GLOBAL AIDS COORDINATOR.—The term 
‘Global AIDS Coordinator’ means the Coordi-
nator of United States Government Activities to 
Combat HIV/AIDS Globally.’’; 
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